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#oth GOUNGERE:
it SBESLIN

IN THE HOUSE OF REPRESENTATIVE:
To provide certaln increases in annuities paable frow. Lhe
Gentrsl Intelligence Agenc; Retivenient and Bdsaiilii s Fund, and for

sher purptass.

By it spacted by the Senate and House of Representatives of

the United itates of America in Congrees assareiied, That “oction 291

of {he Central Intellizgence Agency Retivennent Act of 1964 {or Certaln
mplevess {50 U.5.0, 403 aote} is smended to road as follows:

HERG, &%, (B} 9nthe baeis of dotemuinatione sade by the
Vivil cervice Gomindssion puresuant to Seciion 15 of the Civil Service
Hetirement Act, a5 anendsd, pertaining to por centum ;th;m;ga in e
price index, the following adjustraents shall be ruade:

“fiy Effective Decermber 1, 1965 each spnnity pavable
frows the fund which has & comnroncing Jdate not later thas
Hecercber L, 1946 sball be increased by {a) the ver centum
fige In the price imdex, adjusted to the nvarest sne-tenth of
i pey ventuny, deteruiined by the Comariesion on the Hasis

af the anmusl sverags price tndex for calendar rear 1962 and
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the price imdex for the nonih of July of calendar vear 1965,
plos [b) t 1/2 per centurs. The month of July of calendar
JOAT ‘i?&.ﬁ shall be the base month for detsrouining the per
centum: change in the price index until the next surceading
increase occurs.
{2} Effective the first day of the third month which
-  begins after the price index shail have egualed a rise of at
least 3 per centums for three consecutive rmmonths over the
’pmict index for the base ruonth, each annuity payable from:
the fuad whick has & commmencing date not later than suck
affective date ﬂmﬂ be increansd by the per centum rise in
the price index {calculated on the highest level of the price
index during the thrée consecutive nonths) adjuated to the
gearest ons«tenth of 1 per centum,
“{p) Eligibility for an annuity increase under this section shall
»e governed by the conunencing date of sach annvity pavahle from the
fund as of the effective date of ar increass, except as follows:
(1} Effective from it commencing date, an annuity
payable fron: the fund to an amnuitant's survivor {other than a
cﬁi&é entitled under Zesctlon 22i{c)],  which annuity commmences

the day after annuitant’s death and after December I, 1968,
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shall be increased by the total per centurm increase the annuitant
was recelving under this section at death.

#{2} For purpodce Vaf computing an annuity which com~
mences after Decerber 1, 1965 o & child under Section 22Hc),
the iterms $660, $720, $1,800, and $2,160 appearing in Section
22i{e} shall be increased by the tetal per centum increass
aliowed and in force under this section and, incase of &
deceased annuitant, the items 40 per centurn 2nd 50 per centum
appearing in Sectton 221{c) shall be increased by the total per
centum increase allowed and in force under this seciion to the
annuitant at death..

“{c} The tern: ‘price index’ shall mean the Consumer Price Index

{all item s =-United States city average) published monthly by the Bareau
of Laber Ratistics. The terr: ‘base month’ shall mean the month for
which the price index showed & per centum rise forming the basis for a

cost-of-living annuity increase,

“{d) Mo increase in annuity provided by this section shall he

computed en any additional amnuity purchased at retiremnent by voluntary

coatributions,

“{e} The monthly instailment of annuity after adjustment under

tihis section shall be fixed at the nearest dollar, except that such install-

ment shall after adjustment reflect an increase of at least $1.7
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JUBTIFICATION AND EXPLANATION

1. Purpose. The purpose of the proposed legislation is to provide
for the sdjustinent of annuities on the basis of monthly Consumer Price Index
indicators and to accelerate the cost-of-living adjustment of sanuities undes
the Centrel Intelligence Agency Retirement Act of .1?5% for Certain Employees,

emont. The Centrel Intelligence Agency Retire-

raent Act of 1964 authorizes sutormnstic cost-of-living sdjustments on the basis
of Copsumer Price Indox rises by an annusl average of 3 per centur: ov more
far a cslendar year and establishes )| April 1966 es the esrliest sifective

dute for the first such annuity increase. The awtomatic zdjustment principle
was incorporated jato the Tivil Service Hetirement Act in 1962, The Civil
Service Ketirement Act automatic adjustment provislon was incorporated

into the Central Intelligence Agency Retirernent Act when it was pasred in
1964, The Scaste Keport supporting the bill to provide for the Central Intel-
Hgence Agency Retirement System states that the Ssenate Committes .., adopted
new language authorising increases in the retired pay of snnuitants bared upon
the identical systemn now in effect for retired ivil Service amployees pro-
viding for periodic increases in retired pay based on minirawm 3 per centum

advances in the uonsumer Price Index.” (88th Congress, Lecond Session,
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Senate Report 1589.) Similar reference to this cost-of-living feature was
made during Senate consideration of the amended bill which became law.
At the time a similar basis for adjustment exieted for the benefit of military

members of the Armed Forces.

3. Recent Conggenional Consideration. Recently, the 89th Congress,

at the requent of the Secretary of Defense, amended the cost-of-living pro-

This amendment gears increases to

vision affecting military retirees.

monthly rather than average calendar year Consumer Frice Indexes and
accelerates the cost-of-living adjustment due on 1 April 1966 to a more
current date. This amendment has become law (P.L. 89-132). Sinuil#r
legislation for the benefit of civil service retirees has passed the House of
Representatives and has been favorably reported out of the Senate Commit-
tee. The Chairman of the Civil Service Commission has stated his support
for this legislation. Similar legislation is also being processed for the
benefit of foreign service personnel under the Foreign Service Retirement

System.

4. Justification. The proposed amendment will assure that the cost~

of-living adjustment provision of the Central Intelligence Agency Retirement

System is consistent with Administration policy supporting a revised method

of determining cost-of-living increases for civil service and military retirees.
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The proposed armendoaent will siro essure that nniform cest-of-living pro-
vicions are maintsined for the Livii Servics, Militery, and Central Intei-
Higence Agency Retirernent bystema.

5. Cost Estimates. It is estimated that the annuities of 30 retirees

and 3 survivers would be aifected by the proposed initial annuity increase

of 6.1 par cent, ?’aﬁaé on an average retiree annaity of $6, 060, the annual
increase per annuitant would be $366, rmaking a total of §10980 for the entire
group of retiress, Based on un average surviver amnuity of $3300, the
annual increase per annuitant would be $261, making a total of $603 for the
entire group. Thus the totsl additional cost of the proposed initial incresse
of 6.1 per cent would be ¥, 583 per year.

However, the first-yeasr cost would be somewhat less since the
increase would apply only to the seven-month period fram: December 1965

| throagh June 1966, On this basis, the flrst-yenr cost would be 7/12 of the
aanual cost, or $6, 755,

In the absence of actuarial experience under the CIA retivement
systans on which to base a long range estimate, the curremt ufnm;za of
annual cost has been projected on a full vear basis over fiscal vears 1967
through 1970 for a total of $46, 332. This figure added to the FY 1965

estimate of §6, 755 produces an estirmated additional cost of $53, 087 for
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it fivet five fecsl cesrs during wilch w propessd inltlsl lacroise wponid

Thers appears L& be no ‘easidle tasis for sstimtting the addiviessl
cumie which ivipght refuli from faxther anpuity Adjmsiocnis vused on be

seyviged forse gbe fou gramting Dalvre costl suf-living incretses,
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